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MEMORANDUM FOR : 
THROUGH <t 


Deputy Director (Support) 
Director of Personnel 


SUBJECT 

REFERENCE 


: Insurance Program of the Central 
Intelligence Agency 

: Memorandum for C/BSD/OP, from DD/S, 
dated 5 June 1963, Subject: GEHA Group 
Life Insurance Program. (Tab A) 


1. Pursuant to referenced memorandum, a Task Force consifcting 


25X1 



Member; and 


25X1 


} Member and Legal Advisor, submits the following 


report on the Insurance Program of the Central Intelligence Agency. 

The comments of the GEHA Board of Directors are attached as Tab 


i 


\ 


2 . The Task Force was appointed to examine certain aspects of 


the GEHA Group life Insurance Program — aspects which were high- 


lighted in a memorandum for the record dated 2 May 1963 by Mr. 


2j5X1 


25X1 


]of the Office of General Counsel. (See Tab B) The Task 


Force believed a broader examination than that suggested by 


memorandum should be made. Hence, this report attempts to record as 
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much of the history of the Agency 1 * inaurance program aa waa poaaible 

to aaaemble from old recorda or from the recollection of thoae office** 

who participated moat actively in ita early development. 

3. Prior to World War II U. 8. Government department* and 
agenciea, aa auch, aponaored no life or health inaurance program*. In 
iaolated caaea employee group* incorporated theraaelvea under auch a* 
"The X Benefit* and Relief Aaaociation" and aecured the advantage* of 


group life inaurance. During the 1930'a Group Hoapitalisation, Inc. 

(Blue Croaa - Blue Shield) and Group Health Aaaociation were two organi- 

a 

ration* operating in the Waahington area offering Aypo of "group" health 
inaurance. The GHI group waa, in reality, a maaa of amaller group*, 
each with a collector, or collector*, of premium payment*. A U. S. 
Government agency, a public utility, or a department atore, could have 
its "group". Management tolerated theae arrangement* for their inherent 

/ } 

good and overlooked the aometime* full-time preoccupation of ita employee 

who served as premium .^pll-ector in return for which he or ahe received 
Approved FcfrlRetekse 2003710/22 : CIA-KDP84=Oa78OR00O3OOO7OOO9-5 — 
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free insurance coverage. 

4. During World War II, the Office of Strategic Service* wi 
staffed primarily by active duty military personnel. The civilian etaff 
wa. able to participate, cover permitting, in the war-born "War Agencies 
Employee* Protective Association" for the purchase of term life insurance. 
They were likewise able to participate in the local groh p health plans 
but the extent of participation is not a matter on which the Task Force can 

epeak with any assurance. 

5. When OSS was abolished and the Central Intelligence Group 
created, the members of CIG had available to them the WAEPA life in- 
surance and the two health plans - Group Hospitalisation, Inc. (Blue 
Cross-Blue Shield) and Group Health Association. GHI, through employee 
collectors, received premium payments from CIG employees who were 
known a. such, and adjudicated all claim, in it. Washington. D. C. office, 
regardless of where the expenses were incurred. Group Health Association. 

on the other hand, accepted membership from any individual in the putri$-' 
Approved For Release 200^^&*CIA-RDP84-00780ROO()300070009-5j Sam. _ 
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of Columbia and surrounding areas, which membership did not depend 
upon an identified employee group from a Federal agency or a private 
employer, .The individual subscribes* pM thpir premium* directly to 
GHA. The GHA plan was more than a hospita l i s ation, plan. It had a 

regularly salaried staff of doctors and nurses whose services were 

i 

available at several clinics located in the D. C. metropolitan area. The 
services were limited to persons in the D. C. area and therefore, was 


unavailable to persons outside that area. 

f 

6. The change from CIG to CIA on 18 September 1947 caused no 
change in the existing insurance plans or procedures. However, when the 
new DCI assessed the security implications in GHI methods of operations 
in the fall of 1947, *he decreed that no new applications would be mad* to 
GHI t nd that a more secure mbans of providing h eal th insurance for over- 


seas personnel be devised. The reasons were obvious: On a completely 
unclassified siseir GHI was accumulating not only the names of many CIA 
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employees and their families but their iptdQic cities of aasignment 
throughout the U. S. and the world and the physical and mental health 
problems they were experiencing . 

7. In the winter and spring of 1947-48, the Office of Personnel under - 
tood a complete review of the medical and hospitalisation Insurance plans 
then in use by the Government and private industry. Based upon this re- 
view it was determined that\ plan^ offered by the Mutual of Omaha Health 

V» <MT f 

and United Benefit Life Insurance Company of Omaha, Nebraska, woe the 
most desirable. This determination was based upon that Company's 
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the strength qi an or g*ni**ticm would be to reveal the total flee of the 


1 

organisation.^ To conceal -the true else of CIA, tfcerj organisation known 
as the Government Employees Health Association was bora. Through 
this derlce the Agency tould acquire the advantages of low cost group 
health and life insurance plans without revealing the true strength of the 


Agency. 


t, On 29 June 1948 GLEHA was accepted as a corporation under the 
laws of the District of Columbia. The first meeting of subscribers to 
GEHA was held on 15 July 1948 at which the first directors were elected 
and who werqt 
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9. The first plea of insurance offered by the Agency to its employees 
through the device of GJCHA was the health pUa previously mentioned 
underwritten hy the Mutual B enefit Health and Accident Association. The 
plan was effective 1 August 1944 with the understanding that 100% of the 


Association's members had subscribed. 


first mouth’s 


premiums showed twenty (20) members of the Association but after the 
initial shock, MBHAA fell to and carried out their part of the bargain. 


Their rates had been set on the basis of about 500 members of the 


Association and it wasn't too long before this number was reached and 


by 3l December 1949 the Association had 614 "active members". Those 
employees carrying OHZ or GHA health plans were permitted to continue 


with that coverage. 

10. By 31 December 1950 the MBHAA plan was well established and 

it was clear that the underwriter was making a good profit from the group 

% 

Which had then increased to over 700. Then followed the first exploration 
of health plans which another company might be willing to offer to GEHA 


* v O w'w ■ 


Excluded Iran aaisnaUc 
dim;;rsinii3 an« 
desfattHUslwi 
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group. After talking with several companies the conclusion w»i raich*4 
tha t the MBHAA plan was the beet obtainable under tha circumstance#, 
fortified by increased benefits which MBHAA offered aad which were 
accepted. By 31 December 1951 the membership bad increased to nearly 
1, 000 and a year later to over 1, 500. About that time some 1, 400 Mfcer 
Agency employees were continnlng their health borer age under GOB but the 
security problem still remained with CHI's method of operation. At the 
same time GH1 offered better corerage at less cost. Phrt of the problem 
was solred temporarily by de re loping "Class A" aad "Class B" accounts 
with OKI. The Class A accounts cowered those Agency employees who 
had no cover to maintain and who could submit their claims directly to OHI. 

The Class B accounts covered theee Agency employees who were covert or 

i 

ottfiiai and lor whom the Insurance Branch of the Office of Persennhl 

t 

processed hospital and/or surgical claims. With this mere secure arrange- 


ment, several hundred persons having the MBHAA plan switched over to 


GHX. At t he same time there was considerable debate on the feasibility 

Mil 


fii.ifl 

ftcc'. 
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and advisability of din Agenc y, through GXHA, embarkiug on a "self 



insurance^plan, 1. o. , cut out GHI and MBHAA and lot employees pay a 

• * ,l# —-n 

premium diroctly to OEHfysm^porrtblr Inreepeial^a lifo insurance-piae 


to cat oat WAJSPA. 


II. In early 1954, when the Agency Career /Service concept was being 


etudied, an Inaurance Tank Force wae appointed to examine the foUowing 
problem: 

"What employee and family indemnity and beneficial 
insurance coverage should the Agency arrange to have 
Offered in order to remddy or alleviate any possible 
existing injustice, to alleviate personal sad family 
concerns which dilute or distract from attention to 
mission, to demonstrate common ity of interest, and 
to promote the concept of career. ", 

$ . 

that task Force produced a comprehensive report to the GLA Career 
deryica Board which approved the recommended courses of action on 


30 Jane 1954, The action approved, in which 


and employee benefit consultants participated, was tWo-fold: 


a. Offer a new group term life insurance policy with 


4 maximum of $15, 000 principal sum and a maximum 
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$15, 009 for ftcddiiUl diath Mid diimtabarnniti 


b. Offer a new comprehend re health inaarance plan 
which had been dereleped between the Tank Force 
and the Mutual Health Benefit and Accident Aaaociation. 

The United Benefit life Insurance Company (UBJLJC) was selected as the 


underwriter for the term life policy and staff employees, staff agents, 


contract agents, or detailed civilian or military personnel wore inrited 


to purchase beginning 1 August 1954. Mne years later, 2,740 policies 


t ! ->'? ' 




0 ^ 


V' 


in force in a total amount of $34, 7449 900. 00* ' The^MBHAA plan of 


health insurance was greatly improved over the then edsting plan and 


was likewise offered effective 1 August 1954. Mne years later, more 


were being covered under this plan. In announcing 


these plant the Agency Notice 


29 July 1954) observed: 


* e * e 


"b. It is the purpose of this* Notice to describe 
the available life and health Insurance plana to employees 
so that they will have adequate information on which to 
base their decidons concerning this important aspect of 


SE 
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their we liars. Ip this connection, the Agency has de- 
f vsloped thes* in ear an c a programs la ordar to provide 
e employees with batter benefits and to avoid the follow- 
ing problems: 

(1) Commercial insurance companies have become 
somewhat camions about selling insurance to Agency 
employees because of the possibility of haaardous duty. 

As a result, some companies will insure Agency employees 
only for limited amounts and usually under conditions which 
preclude the payment of benefits as the result of haaards 
sometimes found in overseas areas. 

(2) Because of security considerations, it is sometimes 
difficult to release sufficient information to insurance com- 
panies so that under their policies they can appropriately 
pay claims. " 


e e e e 


At 1 August 1954, the Agency*s insurance program, available through 


the legal eatlty of CUE HA, consisted of: 


--UBUC term life insurance 


— WAJCPA term life insurance 


r 






(jfidyj- 
£xcln''ed froia 
tlt'ivngra-ii! 
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— JdBHAA health ltimuui 
' --GSH1 health 

— Air Flight InrattM (from lihfarcb ifS4) 

, ' 

*• ** **• Xmployeeo <fanmp Ufa Insaraace Act 

of 1954, all Ageppy MflfflH could alee ywdiM» lev-coat term lifa 

insaraace t* tpe a*ar**t $1. 090 *f their salary. 

# 

U. From * •traggling bat dete rmin e d atari thaAgeacy«e insurance 

/» 

program dereleped Into a hif A boaine**. Whereas tha r— Fends 

M \ 

Section of tb* Office' of the Comptroller bad carried tbo *»il la tb* early 
year*, **ia addition to ether dalle***, a on 10 Jaae 1953 responsibility for 
administration of the program vn* traaofarred to the Director of Personnel. 
A Board of Director* of QRHA bad con tinned through tbo year*, to moot 


tbe technical and lefcal requirement* of tbo corporate entity. Tbo Ineurance 
T a ,k r * rc « chaired by tbd Chairman of tbe QKHA Board, a man of 
•trang cemictlea*. A* Chief Management Officer of tbe Agency be brought 


to 


beer a wedth of enperieacg pad rlomed bin role gf Cbairmaa of 
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Board a* on* which m a lator to u««« some differences of opinion on 


tho rolo of the Board vis-a-vis tho rolo of the Director of Personnel. 


Tbs first official indication of this situation appears ia a conclusion of 


tho Board adopted at a mooting on 21 February lfW. as follows! 


"5. In rospoct to tho qoestlaa considorod by fits Board 
as to tho proper sphere of tho Board's interest, con- 
clusion was made as follows} 

a. The Board is responsible lor the Agency insur- 
ance program policy or policies. The Board is not 
concerned with spy aspeot of administration in respect 
to these policies in rlew of the fact that the Director of 
Personnel continues to arrume these responsibilities. 

The Board recognises that the insurance program ie 
b a sic a l ly a part of the general Agency personnel admini- 
stration as such, and hones policy decisions undo by tho 
Board within the insurance program Hold, mast bo com- 
patible with overall Agency personnel policy. Advice in 
this connection would be secured Iraqi the Director of 
Personnel ne needful, but a resolution of any difference 
of opinion must go to the DCI or hie authorised repre- 
sentative. w 


The official statement of tho Director of Personnel's authorities aad 
responsibilities was substantially | the same then as it is nows 


"Provide additional se r vices of concern. 

Including xn insurance programs for Agency 
personae! xxx** 


The By-laws of tho Association 



presently — 


i 
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15. la May 1554 Qnip HfWfitalii&tloi, lac. eiaa up In sacra die- 
cusaioa by 9m*4. At that poiat |~ |4 gency people still carried 
<3HI health In s ura n ce . This aaiMi to present security yrtl1ia«. aad 
in &c opinion of the Beard mmWri and the officers of the Corporation, 
the benefits being ottered by OWL wer* inferior to those available under 
the Association plan (MBHAA). Tke Secnrity Advisor to the Board re- 
ported in June 1954 that an investigation of OK! had revealed that an 
employee ef Oil had boon ia conta ct with a representative el a foreign 

emba.sy in an apparent effort to sell a Ust f# naaoes el CIA employees 

who were holders el the Class A GBtt health laantoaeo* After an aa- 
successful effort to hay* GHI agree to mahjag all QA employees Qaas B 
(covert), the Ib|4rtf Director o I Centr al Intelligence ordered M the CDII 

o 


plan be discontinued, which action wfs effected SI December 1954. Con- 







CAP 
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as a staff offlcer of ths Director of Personnel. to provide insurance pro- 

- v ■ .< . - rk c .... - . 

grams for Agency personnel. (This remaAu has reference to seyeral 


recorded Board discussions on the sabject of hea lth and Ufa cere rage for 


. *’■< 


i. 


When on 21 December 1954, a person representing himself as a "Staff 


Agent" hat who was actually a Contract Employee (a Career Agent, to he 
precise) applied for the Association health plan he was enrolled by the 
Insurance Branch. When the President was informed of the case he wrote 


a memoraadvm to the Board, dated 4 January 195^. The Board directed 
the rejection of ths application and return of the premium. Then a Board 

- ■ • • . r '-'4 k •• - . ■ ■ ■■ 

dated 29 July 1954 was still 


member recalled that Notice No. 


in effect, and this Notice - Agency policy - clearly stated that Contract 


Employees were eligible to subscribe. The Board pr omp t ly mowed. 


seconded and unanimously rotedi 




i 

<L 
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Staff, take the necessary steps to rescind Agency Notice 
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18. The U-Z pilots produced more thgn strategic intelligence on 



i K® Soviet Union.. They were. the anwittiug c*«»f of r uptus e e betwoen 


men and offices which only time could heal/ Asau immediate after-effect 


ni the harsh dispate, thst Deputy Director (Support) attempted to define 


the respective rples of the Chairman of the Board apd the Dirpetor of 


Fereonnel. The Board, at its 12 February meeting, hbted to isrite the 

r 

director of Pereounelio s«frf as a "consultant" to the Beard aad there 
*ras some discussion of appointing the Director of Personnel as a Board 
member, Uter to be elected Chairman. (No other mention is made im 


the minutes of this idea. «j On IS March 1957 the Deputy Director (Support) 


ddressed a memorandum Jointly to the Chairman of the Board and the 


Director of Personnel which is quoted below: 


i*l. ' This will confirm and make a matter of record the 
conversations which have taken place among Colonel 
White. Mr. Houston, 


2. .It has been agreed that: 

is , OJEKA will continue to function In accordance with 
the present Certificate of Incorporation and By-la wsi 

a. amendments to thei e documents will be subject to 
„vi. - ami approyal by tfc. Dla.clor of Poraonaali j~ J 

Approved For -Release. 
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c. the Chairman of the GEHA Board will inform the 
Director of Personnel of all contemplated actioai of 
the Board and the Association, Mil roport actions 
taken, will be gnided by th* Director of Personnel in 
all matters affecting the interests of the Agency, and 
will represent Agency positions as set forth by the 
Director of Personnel at Board and Association meetings) 

d. Should the Board Chairman and the Director of 
Personnel he naahle to rocoacils their positions with 
regard to any matter, appeal may he made to the under- 
signed by one or the other or both. " 

: • . ! . • i t 

At a meeting on 26 March 1957, the Board had some reserrations about 


thh "agreement" and wanted some changes made* One member remarked: 


"I would like to see a recognition of the fact that we are 
also operating under the corporate Lew* of the District 
of Columbia and we cannot surrender certain responsibilities 
to the Director of Personnel as a corporate organisation* " 

Withdrawing his 18 March 1957 memorandum, the Deputy Director (Support) 


went along with a new statement which he again addre s s edjodntly to the 
Chairman of the Board and the Director of Personnel dated 13 May 1957) 


"l. The Government Employees Health Association is a 
corporation established under the laws of the District of 
Columbia for the -purpose of providing to eligible employees 
of the Central Intelligence Agency insurance programs which 
will meet the Agency's requirements for coverage and security. 


2. The Board of Directors of GEHA under the present 
Certificate of Incorporation "shall establish policy and be re- 
sponsible for the proper administration and management of 
the affairs of the Association) and may adopt such rules and 
regulations for the conduct of its meetings and the management 
of the Association as it may deem proper, not inconsistent 




.1 
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with law, that* By-law* , or t he operational aod ••rarity 
requirements af the Central Intelligence Agency". This 
provision affords the Board a dual responsibility. la Ad- 
flllm+nt of this respondMlity, the OCHA. Board wili. ensure 
that all of the Assoclatioa's policies and procedures ara ia 
the interest af the policyholders and art Clearly coasUtont 
with. Aguney policy . To thU and, tha lotri will lack ta tha 
Director af Personnel for guidance as n acassa r y am all 
natters af Association basinass which haws policy impli- 
cations tmt tha Agency. t - -a 


3. Tha Director of Personnel will thronfh tha Chairman 
keep she Beard informed of Agency policy, programs egj- 
operations which hare policy implications far tha Assod atioa. 

4. In order that tha Director Of Persouaolmay fclflU da 
functional responsibilities for ths insurance programs for 
tha Agency, tha Board, through its Chairman and tha Annual 
As sedation's Report, will keep tha Director of Personnel 
informed of Association activities and requests for support. 

5 . No change will be made in tha OCHA Certifies tiite of 
Incorporation or the By-laws without coordination with the 
Director of Personnel. 

4. It is expected that in managing the Assodatioa, the Board 
will continue to study opportunities to oxtoad CUIHA insurance 
coverage. In addition, from time to time, the Director of 
Personnel may request the Board to make studios of othor 
insurance programs for CIA employees./** 


' ! 
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19. The Deputy General Counsel was also concerned with the way 


things were going and commissioned a member of OOC to study the pro- 


blem "with the objective of more precisely defining the substantive nature 


' ■ ‘ •• • > • ■ /ufafa’*' 

of GKHA and its function within and reln&Wb4o the Central Intelligence 


Agency". A 14-page memorandum (with 23 attachments) dated 7 0ctober 

- 1 »• 

• • • < . 

1957 resulted from a comprehensive study by 


25X1 


Za commenting on the second DD/8 memorandum quoted in the proceeding 

*4 . • • • 

paragraph, it was observed: 


"The Board of Directors still can reject any application for 
membership and thus can control coverage. The Board does 
not acknowledge the Director of .Personnel as the Agency's 
exponent of insurance policy. The Board does not use the 
Agency's legal staff in the conduct of its day-to-day corporate — 
business, choosing rather to have a do facto house counsel. 

The Board views itself as the manager of a portion oTXgenty" — 
personnel policy, if not the formulator of it, and as such issues 
instructions to Agency administrative officials. The Board has 
shown a tendency to think in competitive terlhs and otherwise 
manifest a commercial approach to the operations of GJBHA. " 


memorandum explored many aspects of the U-2 pilot coverage 


under UBL2C and contains the following summation: 
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M My observations of the beginning a ud growth of GBKA 
Uado bm to conclude that it wti spawned by tho Agency 
and nurtured by it to provide employees with a service 
they could obtain elsewhere enljMelth difficulty and to 
proride a benefit to help fill the apace left when baser do us 
dut T P*r rejected. GXHA is not a commercial venture} 
f it is a service organisation. It h function is not to "sell" 
insurance but rather to make it available to those who J 

need it. Taken to the final ■impllflr dlsp the AQUATOXS 
issue eras the result of the Board** refusal to insure a 
group of employees who sorely n e e de d insurance, a refusal 
grounded on a fear of increasing premiums of these persons 
already enjoying coverage. This is n— imi . ■ c la 1 
But as a service ergaalmatiea OK HA is to Agency employees 
much as a Oovernmssit is to the citlsenryi there will be 
some which are considered mboestary but widuh do net directly 
benefit every person} nevertheless, the ceet must be borne 
by the body politic. In short, it is Just part of the that 
low-risk policyholders to a certain extent Scurry** high-risk 
policyholders. " 


25X1 


One of 


more important contributions was tho discovery that 


OXHA was incorporated under a provision of D. C. law which did not 

(/- • ••-' • 

authorise it to contract life insurance coverage lor its members. This 

defect was legally Remedied on U September 193* when the Beard “ji)iplii 

< V 

:• ■ • ' • : :• - ■ • ‘v. . . • - . . ,)• - V- • ■ • " • 

Hs Certificate of Iucerperatien which was file^ 29 September 199| with the 

• , V. . ... ... i ■ ‘ . • * ■ • • • • 

D. C. Superin t endent of Cerperutieus. But |be real dispute we# not then 

..... ....... *i 

*,...••» » 

brought up for a re-hearing - that of the role the Board of CUCHA should 

ii- ; - 

. • ■■ ' . • V • . v. •- • ‘,j» • - • . 

play In relation to -the Agency's insurance need?* and whether a sound 


1 1 i ’ 
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decision had been, made in the manner in ertdcbf 


25X1 


••• r 

be gireninaurance coverage under the JIBUC policy. 



\ 





25X1 


25Xt 


v yp'n>( 

Approved For Release 2003M/&’*CIA-RDP84-00780R000300070009-5 

DRAFT -Pupa 27 


20. Oa 6 February If 5ft, 



25X1 


Chairman «f the ImH, a paitka m to hold until 30 August If 43. Be- 


ginning with this meeting, tW •ecretarydf lha Association again began 
attend! of meetings of the Board. * practice which had Wee dlscetfUenod 
by the Chairman Wginaing with the 12 March 1917 meeting; 

haring s erred throughout the period of dispate as a Director b# OXHA, was 

&>$&>£ i 

carefel to see that the Director of Personnel was in&adad in «■ discassions 
inrolriag the Agency*# insurance program. Bat the Board, under 


25X1 


Chair m a n sh i p seemed to conti nae to impiage, at times, 
on the responsibilities of the Director of Personnel where, for example, 
(as r e por ted in die minutes of a regular mooting of the Bnarft an 2ft 
February 1959) ho decided to Muses li write Mutual of Omahs rogue stiag a 


meeting with the Board to disease el special We 1th insurance contract for 


employees serving abroad. Again, as reported ia the ndaates of a Board 


meeting on 13 May 1959 it is recorded that ’♦Finally the Board decided that 


should visit the Home Office ia Omaha, Nebraska, and obtain 


*b , j 
,w u i. 


P ' tits;? i 
JeuM:' as 


\ . i ;tlii 
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Mutual', proposed rates for the following two plans! » * ♦ h 

21. The Federal Employees Health Benefit. Act of 1959 waa approved 

• . . . ».'*,« 

by the Pre.ident on 28 September 1959 and provided that the enrollment 

• • > * • ■ . . • 

of employee, .nd nnnnlUnt. In Wlh benefit. pUn. nod the 

■ . > • • . ‘ . Lt 

and paymeut.of contribution, would take effect on the Brat day of the first 

pay period beginning on or after July 1, I960. Thi. Act brought under 

U. S. .crutiny the health benefit* plan, being offered to employees of 

' , « .. *. ». 

the Federal Gorernment. It , anthorl.ed the CWil Service Comnri.elon 

to contract for, or approve, one eervlce benefit, plan, one Indemnity 

benefit plan, comprehen.lv., medical plan., and employe. or,anl..Uon 

\ ' • • ! 

plan.. The Blue Cro..-Blue Shield organisation captured the service 


benefit plan and the AETNA Life In.urance Company captured the indmnnity 
benefit plan. The Commi.»ion le ased a host of comprehensive medical 



plan, operating throughout the country, (example-Group Health Association. 

* . . • • i- 

Inc. of the District pf Columbia* and quite a few employee organisation plan., 


the Association plan of GLEHA 


undergo by Mutual of Omaha bein^ one 
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GEHA therefor* eerree 


to qualify our health inaurnuc* plan under the 


Act 


and th. Civil Service Commle.lon exerci... an ov.r.eein.rol. to 


...nr. that th. Association Plan i. in lin. with Mf »>•»*“• w *» 
extended to U. S. Oorernntent employ*** *‘ Ur «*- 


th. U. S. Oor.rnm.nt contrlb«ti» to the toUl pr.mlnm retired to par- 
chase th. gronp'^nf^B*--* particle^ actlmly In 1«lilyi». th. 


Am eocintion Pin ed., th. Act. and th. Chairman, in a m.morandum to 

the Board dated 14 October 1959 utafed: 


« 1 . A meeting *111 be called .horUy to 4i«en« * 

poaition concerning negotiation* with tho CiYil 
Commi.rion on th. GIHA Program. Th.ro U »t*«fhe» “ 
ontline o 1 lector, to be con.ld.r.d in .uch negotiation*. 

The Board mo.t ..tabU.h it. nece.Mry regnlr.tn.nt. and 
ororid. midance on alternaUre. that may darolop in the ne- 
gotiatloim. Th. porttlon o£ the Board .hould be wrorml 
by the Agency. 

g Th. Board now ha. the opportnaity o i providing A»* nc T 

Lployee. with .everal plan. lor hoepltalia^on «d ®aj« 
medical coverage. Th. Board ha. dl.c«...d ..ch plaos In 
the past in conald.rabl. detail and each m«mb« 
conversant with the practical ol.rn.nt. involve!. Th. GBHA 
ho.bi tall nation and thi. lactor .wiU hav. a bearing on our pro- 
po.ed luture~plan. In tM.r.gard th. 

55ft?.. 

W BW* w "• K 

Approved For Release 2003/10/22 : CIA-RDP84-00780R000300070009-5 





Approved For Release 200?p(J/22. |CIA-RDP84-00780R000300070009-5 

DRATT-P*g*>0 

•rt. Board had grown .o accu.tomed to thinking of iteelf a. having the 

primary responsiUUty for providing « iaeurauce program for the 

» ' ' 

Ag.ocy that it eometlmee ovmr looked, con.clou.ly or nncon.ciou.ly, 
tie fact that the Director of Pereonnel war the Agency officer charged 
officially with thattaek. A a a farther ilia .t ration! Daring the firet eUyen 

t . 

month, of thi firet contract yaar for health inenranc. «"*•» the federal 
Employee. Health Benefit. Act of 1»S», Mutual of Omaha found that 


premium*, were 


inadequate to cover .xpen... (being incurred. Tha 


Ci.il Service Commie alon agreed that an lucre... in premiom rate. -a. 

• • • 

neceeeary and warranted. Bat it vma the Chairman of the QXKA Board 
who recommended DDd approval of the rato change, not the Director of 

Personnel, true, the Director of Pereonnel, the Oeneral Couneel, and 

» - . 

the Deputy Director (Support) concurred, but haudUng the matter iu thi. 
f&ahion further empha.iaed the eai.tiug duality of reepoualbility. 


mi R 

m u 
M i 
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25X1 


22. On 16 March 1962 


by 


the A|yncy 



**>rm life insurance i>lpn for “certala contract personnel”. The Agency 


determined that! 


M Eligibility 

a. Contract employees and contract agents marking 
on fall- time basis who bare not reached their 6 Oth birth - 
day are eligible for this insurance. Participation is 
generally limited, however, to the folio wing: 

(!) Full-time contract employees who are U. S. 
cl ti sens or resident aliens and whose employment 
relationship is comparable to that of appointed em- 
ployees! ' 

(2) Career agents who are U. ft. dtlsens or 
resident aliens aed whose operational relationship 
with the Agency ae well as their cover and security 
^ili logically permit the application of the insurance. H 

k- ' /n*-£tc£' 

TbwVjpensj delegated to the GEHA Board of Directors the authority to 


pass upon acceptance of aye&t Personnel under this plan. • The Notice also 


contains the following! 


"The agreement with the underwriter stipulates that the 
insured persons will bo "standardrlsks” whoso assigned 
dudes are not significantly more hassrdous than those of 
staff personnel. Questions as to eligibility in Individual 
es aes should be referred to the Insurance Branch. * 
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thft action taken by the Chairman of the GIHA Board asked "Is not this 


properly a determination for the Agency to make?" Our review leads ns 


to the conclusion that the Notice (since expired) announcing the <y availability 


of the insurance plan was defective in one or more important respects and 


(M 


that in future, greater care must be given to specifying respective re- 


sponsibilities in announcements affecting the insurance program. Not only 


must the Board's responsibility be more precisely defined but there must 


be present the opportunity for the Agency to meld its operational require- 


. ments into its insurance structure with due regard for the interests of employees 


25X1 


25X1 


at large. 

23. Referring again to 




memorandum, Jptf'ob served that 


the contract for the plan of insurance for contract personnel did not include 


any reference to what would be a "standard risk",, and that the carrier has 

<*\r ITT. ; •• . 
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If'gs* rr 
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the right to. change the premium rate* on & monthly basis if the claims 
r xperience was unfavorable. >. 

How the "standard risk" concept came into existence, with respect 


to this contract is lost in a miasmal mist, and as 


observed. 


the concept is nebulous at best. We suggest that even:siter 15 years of 


experience with an Agency insurance program an attempt at definition 


would produce as many variations as there are draftsmen. We favor an 


approach which retains the element of complete flexibility to enable mrn 


of good will to assess all known facts and to then decide whether operational, 

or necessary 

security, or p^sonal considerations make it desirable/ to cover one pet son 

A 


or a group of persons with availhble insurance. 


The second point, that of monthly premium charges, is more eadBy 


disposed of. In discussion with the underwriter, we were informed that 


the Company's right to change premium rates as stated in the contract 


'On the first policy anniversary and upon each premium due date thereafter, 


*• * * " is standard terminology and refers to the possibility of an annual 1 uST 

I Eiwlufisd irilsnn"- 

fTP^rT I SovinurSCinj cnil 
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cha not a monthly chaa'ge. Thia policy, unlike the fir at UBJUC policy, 
la a pre -printed form with blanka which are filled in when the- policy la 
j. a ■ tied. Unleaa we wiah to lak (ora complete rewrite it m&nuacript form, 
we aee no objection £o the preaentform. 
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24. 


has doubt* about the legal affect of a letter dated 


November 13, 1956 addressed to GEHA by Mr. Joseph E. Jones, General 


Agent of UBLIC which Is quoted below: 



“To eliminate any doubt in yOur minds Or ours regarding 
the underwriting of your group, we would like to again 
state our position, 

1. Our agreement was entered into with the definite 
understanding that we were to cover normal hasards of 
the Intelligence business, accepting an occasional hazardous 
risk by a full-time employee, and an operator entering into 
this extra -hazardous situation only on a very occeeional 
basis. 


2. It was further understood that we were not to cover 
extra-hazardous operations on a continuing basis. (It would 
be well to note Provision No. 3 in the Supplementary Pro- 
visions on the Master Contract. ) 

3. A letter sent from me in 1954 stated that the company 
must rely wholly and completely upon the integrity of the men 
administering this case. 

4. These conversations were held with our First Vice 
President, Mr. Gale E. Davis, andMri A. W. Randall, 

Chief of Group Operations, myself, and your representatives. 
We very definitely excluded any jet operations or extra- 
hazardous flights. 


We hope that the views expressed above coincide with your 
understanding.", 

•i * 



GROUP 1 

Exchided frsm K^nctle 

dowrsi'.'.uiij 

detosliliu.ki 
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25X1 We share ioubts. The UBL1C contract contain* no ex- 

clusions of thi a nature. But a ''good faith,", arrangement between the 
Agency and Mutual of Omaha has existed for many year* and there can be 
no question whatever that there has been a conscious attempt on both sides 
to deal candidly and fairly with each other. Mutual of Omaha stepped 

forward in 1948, to offer us a h ea lth insurance plan to be administered on 

* 

our terms - something no. other company was willing to do. Over the years 
we hare expanded our dealings to include many other forms of desirable 
Insurance. We hare not, therefore, "dealtk at arm's length". So, while 
the November 15, 1956 letter may hare absolutely no legal effect on us, 
it does hare a moral effect. Hbw then, do we dispose of it?> The answer, 
we believe, is to be found in. tho fait that since 1956 we hare continued our 


close association with the company and through their cleared representative, 
Messrs. Jones and Randall, wehave tried to implant the tacit acceptance 


of our unique and unusual occupations. For example, id recent deali ngs ... 

r" '""tRu 

•- ! 1 ExcluCo ' f; 

with these two men, the President of OJEHA has emphasised that the 
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Hews the UBJLIC contract, as one in which w* can new cover any risk we 
(eel should be covered. This leaves to the £fency*s discretion, whether 
UBJLIC should pay (qt a given death or deaths or whether the Agency, with 
duo regard for the interests of all ojher UBJLIC policyholders should share 
in. the payment of death claims. Referring to our earlier views on a 
definition of "standard risk", we would have the same reservations on 


trying effectively to define ."ha*ard©uB" , bxtra-hamardous" "super -hazardous", 


Hack and the like. The. degree of risk to which a person is exposed has to 


be purely and simply that which the Agency, in its best judgment, feels is 


warranted under the circumstances. 


XL&Z' '2L0' /KOUli' 


25. Events have overtaken 


comments respecting the 


adequacy of the. present UBJLIC term policy. A study has almost been 
completed by the Insurance Branch, working with the underwriter, to re- 
vise and update this valuable policy* In the study, an effort has also been 

6 , 

made to compare the UBJUC pdlicy with what other suitable companies 

. \ • ■ 

are willing to offer. The results of this study will come forward indue time. 


.ocunr. 
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26# questions whether the underwriter should have the 

right of inspection of Agency insurance records and the right to.medical 
examination and aut,p.y, The UBLIC ri,ht of in„Uctio£' 

of Agency records but. the contract employee poller does 

f U*. / / A r | / mm.J Hk/ 1 r ^/y 7 i r < j/, ' 


The right to medical e sand nation and 

_/ 

autopsy is not objectionable, ; The right of medical examination would 

4 “ rin * p ” nd * nc l r <X * claim. In aithar caa. th.tood Uith r.Ution.hip 
would bo called Into play if oparationnl or Mcurlty ,on*darationa dlcutod. 
il. Tha llrat UBLIC contract corering etaff typoa waa laaaod to 

"GEHA". Th. aecond OBUC contract, cor.rlng caotract tppM, wa. i„».d 
25X1 » to GEHA Contract Employees. 




has a good point with respect 


to th. utter nine. In fact, it 1* th. >f me "OXHA" which l. th. poUc yhol dar. 
This should be corrected 

28. The conclualon of the Office of General Counsel as to whether 
GHHA should be re -incoperated in Virginia ie 


ftp mi 


r 

w-— — 

f . 







jj'SL 
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29. In Addition to the desirable corrective actions already discussed 
in this report., there are. others having broader implications which should 


also be considered. They are: 

• 1 ‘ « ' 

a. Amendment of OEHA By-laws. 

(1) Article n - Qualifleatiens to r Membership. 


Present: , 

" Section 1, The membership shall generally be 
limited to Staff Employees, Staff Agents and 
Civilian and Military details to the Central Intelli- 
gence Agency. . However, upon the specific approval 
of the Board of Directors* certain Contract EmploytfS 
may also be eligible for GLEHA membership. " 

"Section 2. Any person who is eligible for membership 
must make application therefor in writing. The Board 
of Directors, or their duly authorised representatives, 
must accept or reject any such application, and such 
action thereon shall be final. Retention of membership 
shall be at the discretion of the Board of Directors. " 

Proposed; 

"Section 1. Membership in the Association shall be as 
determined by the Central Intelligence Agency. " 

" Section 2. Any person declared elgfhle for member - 
ship must make application therefor in writing, to the 
President of the Association, or his designee. Member- 
ship shall continuejfpr so long as the person is authorised by tkAp 
to^ubs^ribe^to ^piaTyf insurance f e r vd il n h th e h g enn y 



w *nrrT 

Approved For Release 2003/lJ3/££t:i£|A-RDP84-00780R000300070009-5 

DRAFT-Fage 40 


(2) Article Y, Section 7 - Board o f Directors. 


Prairatt 

— * — — k- 

"Section 7. The Board of Directors shall establish 
policy *** be responsible for the proper admini- 
stration and management ol the a ff ai r s of the 
Association! and may adopt sacb rales and regulations 
for the conduct of its meetings and the management 
of the Association as it may deem proper, not Incon- 
sistent -with law, these By-laws, or the operational 
end security requirements of the Central Intelligence 
Agency. " 

Proponed: . .. 

m f k » 

"Section 7. The Board of Directors shall be respon- 
sible for providing the Director of Personnel of the 
Central Intelligence Agency with advice and guidamce 
on the suitability and acceptability of plans of Insurance 
developed to satisfy the Agency's specific eoedsi and 
may adopt such rales and regulations for the conduct ©I 
its meetings and the management of the Association as 
it may deem proper, not Inc en si stent with law, these 
By-laws, or policy and operational aad secarlty require 
meats of the Centeal IntelUgemce Ageacy. »« 



i 




- . hxeh^-: 
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